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Why do "make allowances" matter? 
How much producers get cred, 'itecl for maldng cheese and butter Is a key, but o~rltrovefsi~l, part of our new pricing system. 

T N T H E  19e0e, thore w n  pm~ing awarem~  

J t . i n  the sense that, even though federal milk 
m a r k e t ~  ~ h ~ / b e ~  r e ~ l a t s d  - -  i~o/~t. 
~ m m ' k ~  d~iry produ~,.s ,mm m o v ~  mueh 
greator diataneu outoide tho orders. Conmoli- 

s ehan6~n~ ~ But it becsme obv/ou that 
,,~-m.um rqul• tod .Prig:needed to be ~ .  
• •tad acre~ all m a r b ~ .  T T u ~ . ~ x ~ i l p / u g ~  
this ~,untry w ~  Grade B .  •. not eligible for 
the fluid nmrket or federal order regul•t/on. 
Tim laq~et  supply of this "B" re;n, was  in the 
Upper ]ur~dwest. 

An ezeeilent idea 40 years Nro was that  we 
~ d d  o b . e ~  me m ~ / t / v ,  buyer  and . e m ~  
ot'th/~ unreluktod ,,,.,m and use that priee - .  
the stori/n¢ po/nt fonf~e~d  o r d ~  ~ t k ~ .  
TIlde l=lm becm~ imm~n ~ tbe ~ W ~ -  

~ e d  into qu..t/on u b./~r • s~od 
iud~ator e~tbe market value ot m i ~  

in IH$, the M-W was ~ to 
what we reFsrrud to as the HFP or 
bssk formu/s l~ie~ Tnt bas~ ot the  
BFP stiX was a survey of Grade B 
plan~m, but the prims w e ~  updated 
esch month using • product priee 
brmulL 

Then cams lmp/emontation a~ Fed- 
or al order reform this January  1. 
Grade B zdilk pr/co IurceyJ wore 
dropped altoSetber m ~ o~ p~d- 

httod,-~n, 

Hor~s the ides behind u s i ~ r . ~ .  
aet price tormulsL 1£ we can no 
]onpr  ~ obem~ a ~ 
t . m m d  p r ~ .  t h ~  wu need¢o look 
at tbe next stop up b~ the m ~  
eh~in ( ~  ~ d u ~ )  to h d  ~ t e d  ~ 

t h e  con be used to detonmine.a v~lue for the 
n,~nr used to make ~om.  

1 ~  - - - - ~ k ,  i fwe o]~orv~ that  din,m, wu 
~ ~a. $~.so por n o w ~  thon ~o p m m ~  o~ 
chseN would be worth $18. It t a k ~  a b e ~  | 0 0  
poun~ d ' . , a ~  to m,ke 10 lz~nds eVdmem~ m 
a flrnt ~mt at • l~rOdu~ prke fu~mula mld~ be 
cheeee prke t h n l  10.Th~ vahm ar l0  o f l ~  I r  e- 
~md to ae a ~7/eld faint." 

Howev~, it ~ J s  mmethtn~ to ~ m ~ s m  100 
P a m ~  o¢ - , ~  1~ ,  dm~s ,  and that  ~ ds~dd 
a l~  be m ~ m t e d  fw in tho formula. ~1~k, vmlue 
is eaHed • "mak e a f lowut~"  (what i t  ~ t  to 

rule are somewhat more e~plieatod than this 
ezampil. BU~ nvoral imprudent and poJs/b~y 
conteattious ~ aro illwtrated by this 8/m- 
pie ezamplL 

A first issu~ is w h l t  e2hNse price to use . -~  

Poond t 4 o c ~  b e m d ~  and-Jo ~ h .  De 3~u um 
the eheme price tha t  caa  be obeorved on the 
a ~ o  Merusnt/le ZSd~ .q~  or do ~ u  .urv~ 
~ t .  S r  cm~n~t . e b  nria=? 

A aeemd J l u a / ~ t h e y i d d  f~- t~  h / t  rMU~v 10 
~ ~ n ~  md ~ a ~ m ~ y  a=t  to ~ 
f~m ,-m. into d w m ?  

cul~ted prke ~,,,m~ 

N~tundlz mak lmm'ua~ would tgu, to me ~1. 
mm uNd in tho fw mu l ~  whleb wonld r~ul t  in 
' J -  h ~ b ~  p m m b . - ~  p ~ .  ~ Cbkep m e :  
d u m  "-'~ p ~ e .  h n .  m u S . d  . m m , b ~  Z~h- 
er than the ~ (NarWhal ~ gtntimt~ 

, , , ~ , J d d  • ~ . . , , , . . p  , ~  p,~.,r,,,, um~. 

eant/]e i ~ ,~ , , ~_  ~ lmJ6 when ptudue~ 

ee the G ~ m  ~ .~  ( ~ e m  ~ m ~ a n ~  
A IdCher r~Id f~tor  d=o would ¢~dadato a 

h / ¢ h ~  m i ~  l~ion u wmld .a  smal~r  nudm al- 
Iowonm. Itesulatom ean t 4 . ~ . ,  with any or all 
d tbem fmetors im tbe f u r m u ~ .  But  tbe quN- 
tim boils down to what,~ pricm the form~daJ 
juwato. 

~ cbe~7 ~- ~en~ dmeu n ~ m  b~m~ 
P~ b~ about S am~ por hundmdwe~ ~i 
m ~  not sound l i b  m o n s h  mumy ~o be s m s ~  

" - ' ~ "  d~m,) .  L e ~  ~ J~v that  it  met  l l .S0 rune,  bu~, na /bma l~  it is m e n  than  the I l l s  
~o m k o  10 pound, ~ c h u ~  ~o ou~ mak ln~e ~ C,mp,,m ~ ~ - a ~  pmduem ~ .  
h' now mk'ulatod u $1.80 ffmum 10 mJmm $1.50 dkuiwtor rdkd' thtm yoar: Mml~ e, hmngtm ka theeo 
wh/ch would .q~d S n ~ o  per h - - ~ w . / s ~  ~nnulaJ ean haon e~n/Smtt  impm~t 

"~o wJ,m, .~ , e , ~ u e  . m m ~  m cu, wn ~ a , , ~  m~ od~t~ I a a ,  e ~  tlm~ tbo toni d~mpr in reCul~ 
~ z  /he m/n/mu~ p r k ~  iJ to r q u l s t ,  a 1 = ~  that i.  

too ~ .  P r ~ u o r .  p~yi~  ,. rqz~,, t .d p r ~  
w~'~  is ]oww than a market deer i~r  reval w/~ 
not be-able to at t ract  enough milk into t h ~  

m paid to p m d u ~  n ~- ~ ~ ~- ~ ~ .  
d ~  
"~91m~muors m ~ t  pn~v mo~o ~ n m*r~u~ 

milk u is ava/lab~ Farmors than nuw be le~ 

The final x~de for Fedor,d- order reform ac- 
t~aptod to cmlc~l•to a histor/c C l m  I~1~ ~ - ~  

' 1~/~o that  would have existed under t~--'- nmw 

htod ~ r  the ~ve-y~r tlm~ p o r / ~  m - -  attempt 

USDA's odj inal  eal©u]•t~ons sho~od a new 

47 mnto pe~ h u n d r o d ~ t  Imm ~ the BIvP 
dld ever 'dmt t~mo pork~ 8tm:e the 
final rule was published, we have 
N ~  data for al] monthm o/'.1.999. 
Uakqr the actual sm'vey darn that  i j  
bef~  uNd, t in  , ~ e u k t i m  ~ h m  new 
Clum Hl price d m ' i ~  the y n r  Sun 

a ~ t m  h/lher ~ - -  t im Blip 
ly d/d, hoe 47 c u t o  lower ( s ~  chart~ 
Some mmltbe would hsvo boon a b/t 
h/ghor, some lower, but the annual 
avwapJ  wore quite ,u~mfla~ 

Our current federal budsut  was 
~ n a l  ~ l a w  i Z ~ m L ~  1see a~d 
~ h ~ e d  ~ chanCmto t ~  
Sn~ n~b J r  k b ~ d  order m i = ~  ~ 
m ~  wsn~nawn d m ~ u  wwe d ~  
/he/he Cis~ i dit~mlmal# to ~ ]A  
opt/o,, and the oont.inuati-,,, of the 

In t ] ~  bm, cm~r.~ alm,~md.~- 
Id th l t  ][X~DIA p b~k end ]mk m~ I/~ 

pn, du~ price form-~n ~ to &,merato _. ,~- 
~um d~,s prio,~ ~ tl~b ~ i ~ r .  ~gDA 
wm hold be . f ine  to eons/dor d ~ l ~ , / ~  ~ 
f~'mui l l ,  n d  ] ~ p o ~  thl~ lhe makl  ~ 
levels wm be f l ~ t  ond ~etor  in f l i t  dobmto. 

I am well aware that dm~ fi=m8 m on~s~=~r 
t lm~qh the loweet p . ~  tha¢ we have .ee~/n 
me~ thon 20 yea~ ]Du=lnl tho debmto an ma~e 
I d ~  it will be ~ t  tlmt we nsmem- 

eondit/ms and hue the now order ~ I f  we 
t~7 to __~t__ t h u e  low pr icnwi th  onr ~ 
ry  t oo~  we eou]d we]] Fred oummiv~ tn n situa- 
t lm.with a ehrm~c ove~upply a t , - ~  and  the 
l w  ~ p r ~ .  that ¢o w~th ove rpeoduc t~  

I would p r e d ~  t ~ t ,  ~ ~ q - .  we b s ~  feder- 
al u, dor r e ~ l a t ~ ,  we wm h~ve lmzlu~ p r ~  

b/mpaitant t l ~  t h l e  Farmldas am "~nS.tuned" 
to p m r a t o  a fhir p r i~  fe~ ~ .  LTnt=tmato~ 
"Jbir" Ires been ~ . . .  tlme - -~  Ume ~ to be 
• d l p p e ~  tm'm #rid a debatable top~  ~lq 
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